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SUBJ: DELAY IN ARRIVAL OF CHINESE FUEL OIL POR HONG KONG 
REF: HK 3667 

SUMMARY: THE ANTICIPATED ARRIVAL OP CHINESE PUEL OIL HAS 
BEEN DELAYED AGAIN, THIS TIME PAST EARLY JULY. WE CONTINUE 
TO BELIEVE, HOWEVER, THAT THE CHINESE WILL MAKE GOOD THEIR 
PROMISE OP FUEL OIL POR HONG KONG, AND PROBABLY IN COOPERATION 
WITH ONE (EXXON) OR MORE WESTERN OIL COMPANIES. END SUMMARY 

1 . THE ARRIVAL HERE OP CHINESE PUEL OIL HAS BEEN ANTICIPA- 
TED SINCE PEBRUARY WHEN THE HKG ANNOUNCED ITS AGREEMENT TO 
PROVIDE LAND FOR CHINESE OIL PACILITIES AND CHINESE AGREE- 
MENT TO ALLOCATE 300,000 TONS OP PETROLEUM PRODUCTS INCLUDING 
PUEL OIL TO THE COLONY DURING 1974 (HK 1577). THE PRESS 
SUBSEQUENTLY HAS REPORTED THAT THE ARRIVAL OP FUEL OIL HAS 
BEEN DELAYED BY LACK OP STORAGE FACILITIES HERE, THE EXCESSIVE 
VISCOSITY OP THE CHINESE SAMPLES PROVIDED, AND THE PRESENCE 

IN THE SAMPLES OP VANADIUM WHICH REPORTEDLY WAS HARMPUL TO 
ELECTRIC GENERATING UNITS. 
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2. THE MANAGER OP SHELL OIL COMPANY WAS QUOTED AS SAYING 
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THAT THE SAMPLE TYPE FUEL OIL COULD NOT BE STORED WITH 
OTHER OIL PRODUCTS BECAUSE THE FORMER TENDS TO SEPARATE 
INSIDE AN OIL TANK. FEOSO, THE FIRM THAT DISTRUBITES 
CHINESE OIL PRODUCTS HERE (A-14, JANUARY 18, 1974), IN - 
DICATED IN EARLY MAY THAT THE 100,000 TONS OF FUEL OIL 
THAT CHINA HAD PROMISED TO SUPPLY WOULD BE LOW-SULPHUR, 
TOP GRADE FUEL SUITABLE FOR HONG KONG, AND WOULD NOT BE 
OF THE TYPE FOR WHICH EARLIER SAMPLES HAD BEEN PROVIDED. 

3. GOVERNMENT OFFICIALS SUBSEQUENTLY INDICATED THAT 
THE OIL COMPANIES WOULD SOON SOLVE THE STORAGE PROBLEM 
AMONG THEMSELVES, THAT TANKS WOULD BE MADE AVAILABLE 
FOR THE CHINESE FUEL OIL, AND THAT ESSO STORAGE FACILI- 
TIES WOULD BE AVAILABLE, ALTHOUGH NOT UNTIL JULY. AND 

IN EARLY JUNE THE MANAGER OF THE RAILWAY SAID THAT FEOSO 
AND THE RAILWAY HAD AGREED TO USE ABOUT 14 WAGONS, 
CAPABLE OF HANDLING ABOUT 600 TONS A TRIP PERHAPS DAILY, 

TO MOVE CHINESE FUEL TO THE NEW RAILWAY TERMINUS UNDER 
CONSTRUCTION, FROM WHICH IT COULD BE MOVED BY BARGE TO 
CONSUMERS AND TO STORAGE FACILITIES. THIS ARRANGEMENT 
WOULD BE TEMPORARY FROM JULY UNTIL THE MIDDLE OF 1975 
WHEN STORAGE FACILITIES AT SHATIN WOULD BE COMPLETED. 

4. AN EXXON OFFICIAL TOLD CONGENOFF JUNE 1 1 THAT IN 

FACT EXXON AND FEOSO HAD AGREED THAT EXXON WOULD TAKE 
10,000 TONS OF CHINESE FUEL OIL MONTHLY, THAT EXXON 
WOULD MIX AND STORE IT IN A SEPARATE FACILITY ON A SMALL 
ISLAND ADJACENT TO TSING YI WHICH HAD HEATING CAPABILITY, 
AND WOULD RETURN A "SUBSTANTIAL AMOUNT" TO FEOSO FOR USE 
AS BUNKER FUEL. EXXON WOULD USE ITS SHARE OF THIS LOW 
SULPHUR FUEL OIL IN THE POWER PLANT NEAR THE AIRPORT. 

THE CHINSE FUEL OIL WAS DUE TO BEGIN ARRIVING IN JULY, 

BUT FEOSO HAD RECENTLY ADVISED EXXON THAT THIS WOULD BE 
DELAYED. FEOSO OFFICIALS COULD NOT EXPLAIN THE DELAY, 

BUT ASSUMED THAT OFFICIALS IN PEKING WERE RESPONSIBLE. 

5. THE EXXON OFFICIAL SAID THAT DESPITE THESE DELAYS, 

AND DESPITE THE RECENT SAUDI ARABIAN AGREEMENT TO PROVIDE 
HONG KONG ADDITIONAL OIL SUPPLIES (HK 5884), EXXON DE- 
SIRED VERY MUCH TO OBTAIN CHINESE FUEL OIL. HE SAID 
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THAT THERE WAS NO PROBLEM WITH VANADIUM. HE SPECULATED 
THAT THE OIL TO COME VIA RAIL PROBABLY WOULD BE FROM A 
NEARBY KWANTUNG OILFIELD (I.E. MAO MING). 

6. COMMENT: UNTIL RECENTLY THE DELAYS WERE PRINCIAPLLY 
DUE TO LACK OF STORAGE FACILITIES IN HONG KONG AND UN- 
RESOLVED QUESTIONS ABOUT MIXING CHINESE OIL WITH OTHER 
GRADES. WE DO NOT KNOW WHY THE CHINESE HAVE CAUSED 
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THE PRESENT DELAY. WE CONTINUE TO BELIEVE, HOWEVER, 

THAT THE CHINESE PROMISE OF FUEL OIL FOR HONG KONG 
WILL BE MADE GOOD INITIALLY AT LEAST IN COOPERATION 
WITH ONE OR MORE WESTERN OIL COMPANIES AS OUTLINED 
ABOVE. 

CROSS 
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